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INDEPENDENT AUDITORS' REPORT

To the Board and Management
Kingman-Norwich Recreation Commission
Kingman, KS 67068

We have audited the accompanying fund summary statement of regulatery basis receipts, expenditures, and
unencumbered cash balances of Kingman-Norwich Recreation Commission, a related municipal entity of
Unified School District No. 331, Kingman, Kansas, as of and for the year ended December 31, 2015 and the
related notes to the financial statement.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in accordance
with the Kansas Municipal Audit and Accounting Guide as described in Note 1 to meet the financial reporting
requirements of the State of Kansas. Management is also responsible for the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of the financial statement that
is free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America, and the
Kansas Municipal Audit and Accounting Guide. Those standards require we plan and perform the audit to
obtain reasonable assurance about whether the financial statement is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financiai statement. The procedures selected depend on auditor's judgement, including the assessment of
the risks for material misstatement of the financial staterment, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant e the entity's preparation and fair
presentation of the financial statement in order to design audit procedures that are appropriats in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also incudes evalualing the appropriateness of
accounling policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 of the financial statement, the financial statement is prepared by Kingman-Norwich
Recreation Commission to meet the requirements of the State of Kansas on the basis of the financial
reporting provisions of the Kansas Municipal Audit and Accounting Guide, which is a basis of accounting other
than accounting principles generally accepted in the United States of America.

The effects on the financial statement of the variances between the regulatory basis of accounting described
in Note 1 and accounting principles generally accepted in the United States of America, aithough not
reasonably determinable, are presumed te be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in "Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles" paragraph, the financial statement referred to above does not
present fairly, in conformity with accounting principles generally accepted in the United States of America, the
financial positicn of Kingman-Norwich Recreation Commission as of December 31, 2015, or changes in
financial position and cash flows thereof for the year then ended.



Kingman-Norwich Recreation Commission
Page 2

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material respects, the aggregate
cash and unencumbered cash balance of Kingman-Norwich Recreation Commission as of December 31,
2015, and the aggregate receipts and expenditures for the year then ended in accordance with the financial
reporting provisions of the Kansas Municipal Audit and Accounting Guide described in Note 1.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the fund summary staterent of regulatory
basis receipts, expenditures, and unencumbered cash balances (basic financial statement) as a whole. The
summary of regulatory basis expenditures-actual and budget, individual fund schedules of regulatory basis
receipts and expenditures-actual and budget, individual fund schedules of regulatory basis receipts and
expenditures-agency funds (Schedule 1, 2 and 3 as listed in the table of contents) are presented for analysis
and are not a required part of the basic financial statement, however are required to be presented under the
provisions of the Kansas Municipal Audit and Accounting Guide. Such information is the responsibility of
management and was derived from and relates direcily to the underlying accounting and other records used
fo prepare the basic financial statement. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statement and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statement or to the basic financial statement itself, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the basic financial statement as a whole, on the
basis of accounting described in Note 1.

The 2014 Actual column presented in the individual fund schedules of regulatory basis receipts and
expenditures-actual and budget (Schedule 2 and 3 as listed in the table of contents) is also presented for
comparative analysis and is not a required part of the 2014 basic financial statement upon which we rendered
an unmodified opinion dated August 6, 2015. The 2014 basic financial statement and our accompanying
report are not presented herein, but are available in electronic form from the website of the Kansas
Department of Administration at the following link hitp:/da.ks.gov/arimuniserv/. Such 2014 comparative
informatton is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the 2014 basic financial statement. The 2014 comparative
information was subjected to the auditing procedures applied in the audit of the 2014 basic financial statement
and certain additional procedures, including comparing and reconciling such information directiy to the
underlying accounting and other records used to prepare the basic financial statement or the 2014 basic
financial statement itself, and other additional procedures in accordance with auditing standards generally
accepted in the United Staies of America. In our opinion, the 2014 comparative information is fairly stated in
all material respects in relation to the 2014 basic financtal statement as a whole, on the basis of accounting

described in Note 1.

CJaf fpornt

Daniel L, Drake, CPA
Daniel L. Drake, CPA, P.A.

August 19, 2016
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KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
NOTES TO FINANCIAL STATEMENT
December 31, 2015

Note 1. Summary of Significant Accounting Policies
Financial Reporting Entity
Kingman-Norwich Recrealion Commission (Recreation Commission) is a related municpal entity of Unified
School District No. 331. The Recreation Commission provides recreational services in and around Kingman and
Norwich, Kansas. The Recreation Commission is governed by a five member board appointed by USD No. 331
and is a seperate governing body. USD No. 331 levies the taxes for the Recreation Commission and the
Recreation Commission has only the powers granted by statue K.5.A. 12-1928. The Recreation Commission

cannot purchase real property but can acquire real property by gift.

Regulatory Basis of Accounting and Departure from Accounting Principles Generally Accepted in the

United States of America
The Kansas Municipa! Audit and Accounting Guide (KMAAG) regulatory basis of accounting involves the
recognition of cash, cash equivalents, marketable investments, and certain accounts payable and encumbrance
obligalions to arrive at a net unencumbered cash and investments balance on a regulatory basis for each fund,
and the reporling of changes in unencumbered cash and investments of a fund resulling from the difference in
regulalory basis receipts and regulatory basis expenditures for the fiscal year. All recognized assels and
liabilities are measured and reporled at cost, unless they have been permanently impaired and have no future
cash value or represent no future obligation against cash. The KMAAG regulatory basis does not recognize
capital assets, long-term debt, accrued receivables and payables, or any olher assels, liabilities or deferred
inflows or outflows, other than those mentioned above,

The Recreation Commission has approved a resolution that is in compliance with K.S.A. 75-1120a(c), waiving
the requirement for application of generally accepted accounting principles and allowing the Recreation
Commission {o use the regulatory basis of accounting.

Regulatery Basis Fund Types
The following categories of funds comprise the financial acfivities of ihe Recreation Commission for the year

ended December 31, 2015:

General Fund - The chief operating fund. Used to account for all resources except those required to be
accounted for in another fund.

Special Purpose Fund - This fund is used to account for proceeds of specific revenue sources that are legally
restricted to expendilures for the funds specified purpose. The Recreation Commission has a special
purpose fund for Employee Benefits.

Note 2. Stewardship, Compliance and Accountability

Budgetary Information
Kansas statues require that an annual budget be legally adopted for the general fund, special purpose funds
(unless specifically exempled by statue), bond and interest funds, and business funds. Although directory rather
than mandatory the statues provide the following sequence and timetable in the adoption of the legal annual

operating budget:

1. Preparation of the budget for the succeeding calendar year on or before August 1st.

2. Publication in local newspaper on or before August 5th of the proposed budget and notice of public hearing
on the budget.

3. Public hearing on or before August 15th, but at least ten days after publication of nofice of hearing.

4. Adoption of final budget on or before August 25th.

The stalues allow for the governing body to increase the originally adopted budget for previcusly unbudgeted
increases in revenue other than ad valorem propertly taxes. To do this, a notice of public hearing to amend the
budget must be published in the focal newspaper. Af least ten days after publication, the hearing may be held
and the governing body may amend the budget at this time. There were no such budget amendmenis for this

year.



KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
NOTES TO FINANCIAL STATEMENT
December 31, 2015

Note 2. Stewardship, C i nd Accountabili
The stalues permit fransferring budgeted amounts between line items within an individual fund. However, such
statues prohibit expenditures in excess of the total amount of the adopted budget of expenditures of individual
funds. Budget comparison schedules are presented for each fund showing actual receipts and expenditures
compared to legally budgeted receipts and expenditures.

All legal annual operating budgets are prepared using the regulatory basis of accounting, In which revenues are
recognized when cash is received and expenditures include disbursements, accounts payable and
encumbrances. Encumbrances are commitments by municipality for fulure payments and are supported by a
document evidencing the commitment, such as a purchase order or a confract. Any unused budgeted
expenditure authority lapses at year end.

A legal operating budget is not required for capital project funds, trust funds, and certain special purpose funds.
No such funds exist for the Recreation Commission.

Spending in funds which are not subject to the legal annual operating budget requirement is controlled by federal
regulations, other statues, or by the use of internal spending limits established by the governing body.

Noncompliance with Kansas Statutes
K.S.A. 79-2938 prohibits expenditures in excess of the total amaount of the adopted budget of expenditures of
individual funds. Expendilures exceeded the adopted budget in the General Fund by $28,390. The excess was
primarily crealed by a lease agreement that was entered into during the year that was not budgeted for. The
budget will be adjusted accordingly.

. Deposits a
As of December 31, 2015 the Recreation Commission had no open investment funds.

K.S.A. 9-1401 establishes the depositories which may be used by lhe Recreation Commission. The statue
requires banks eligible to hold the Recreation Commission’s funds have a main or branch bank in the county in
which the Recreation Commission is located, or in an adjoining county if such institution has been designated as
an official depository, and the banks provide an acceptable rate of return on funds. |n addition K.5.A. 9-1402
requires the banks to pledge securities for deposils in excess of FDIC coverage. As of December 31, 2015 the
Recreation Commission has established a pledge securily with Kanza Bank for $70,000 for insiances where
deposits excead the amount covered under FDIC insurance. The Recreation Commission has no other policies
that would further limit interest rate risk.

K.S.A. 12-1675 limits the Recreation Commission’s investments of idle funds to ime deposits, open accounts,
and cerlificates of deposit with allowable financial institutions; U.S. government securilies; tlemporary notes;
no-fund warrants; repurchase agreements; and the Kansas Municipal Investment Pool. The Recrealion
Commmission has no investment policy lhat would further limit its invesiment choices,

Concentration of Credit Risk: State Statues place no limit on the amount the Recreation Commission may invest
in any one issuer as long as the invesiments are adequately secured under K.S.A. 9-1402 and 9-1405.

Custodial Credit Risk - Deposits: Cusiodial credil risk is the risk that in the event of a bank failure, the Recreation
Commission's deposits may not be returned to it. State stalues required the Recreation Commission's deposits
in financiai institutions to be entirely covered by federal depaository insurance or by collateral held under a joint
custody receipt issued by a bank within the State of Kansas, the Federal Reserve Bank of Kansas City, or the
Federal Home Loan Bank of Topeka, except during designaled "peak periods" when required coverage is 50%.
The Recreation Commission has not designated a "peak period.” All deposils are legally secured al December
31, 2015.



KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
NOTES TO FINANCIAL STATEMENT
December 31, 2015

N D i Investments (conti
At December 31, 2015, the Recreation Commission's carrying amounts of deposils was $127,555 and the bank
balance was $128,808. The bank balance was held by Kanza Bank resulting in a concentration of credit risk. All
of the bank balance was covered by federal depository insurance, and none was collateralized with securily held
by the pledging financial institutions' agents in the Recreation Commission's name.

Custodial Credit Risk - Investments: For an investment, this is the risk that, in the event of the failure of the
issuer or counter parly, the Recreation Commission will not be able to recover the value of its investments of
collateral securities that are in the possession of an outside parly., State stalues require investments to be
adequately secured.

Note 4. Defined Benefit Pensjon Plan
General Information about the Pension Plan

The Recreation Commission participates in the Kansas Public Employees Retirement System (KPERS), a
cost-sharing mulliple-employer defined benefit pension plan as provided by K.S.A. 74-4801, et. seq. Kansas law
eslablishes and amends benefit provisions. KPERS issues a publicly available financial report that includes
financial statements and required supplementary information. KPERS' financial statements are included in its
Comprehensive Annual Financial Report which can be found on the KPERS website www.kpers.com or by
writing to KPERS (611 South Kansas, Suite 100, Topeka, KS 66603) or by calling 1-888-275-5737.

K.S.A. 74-4919 and K.S.A. 74-49210 establish KPERS membear-employee contribution rates. KPERS has
multiple benefit siructures and contribution rates depending on whether the employee is a KPERS 1, KPERS 2,
or KPERS 3 member. KPERS 1 members are aclive and contributing members hired before July 1, 2009.
KPERS 2 members were first employed in a covered position on or after July 1, 2009, and KPERS 3 members
were first employed in a covered position on or after January 1, 2015. Effective January 1, 2015, Kansas law
established the KPERS member-employee contribution rate at 6% of covered salary for KPERS 1, KPERS 2,
and KPERS 3 members. Member confributions are withheld by their employer and paid to KPERS according to
the provisions of Section 414{h) of the Internal Revenue Code.

State law provides that the employer contribution rates for KPERS 1, KPERS 2, and KPERS 3 be determined
based on the resuits of each annual acluarial valuation. Kansas law sets a limitation on annual Increases in the
employer contribution rates. The acluarially determined employer contribution rate (not including the 0.85%
contribution rate for Death and Disabilily Program) and the statutory contribution rate was 9.48% for the fiscal
year ended December 31, 2015. Confributions to the pension plan from the Recreation Commission were
$10,413 for the year ended December 31, 2015.

Net Pension Liabilify
At December 31, 2015 the Recreation Commission's proporticnate share of the collective net pension liability
reporied by KPERS was $74,602. The net pension liability was measured as of June 30, 2015, and the total
pension liabilily used to calculate the net pension liability was determined by an actuarial vafuation as of
December 31, 2014, which was rolled forward to June 30, 2015. The Recreation Commission's proporiion of the
net pension liability was based on the ratio of the Recreation Commission's contributions to KPERS, relative fo
the total employer and non-employer contributions of the Local subgroup within KPERS. Since KMAAG
regulatory basis of accounting does nol recognize long-term debt, this fiability is not reported in these financial

statements,

The complete actuarial valuation report including all actuarial assumptions and methods, and the report on the
allocation of the KPERS collective net pensicn liability 1o all participating employers are publicly available on the
website al www.kpers.org or can be obtained as described above.



KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
NOTES TO FINANCIAL STATEMENT
December 31, 2015

Note 5. Long Term Debt

The Recreation Commission has the following Capital Leases as of December 31, 2015.

Lighting Project: On May 1, 2009 the Recreation Commission entered into a long-term lease for the purpose of
obtaining a sports lighting system for Riverside Park. The lease is an equipment lease purchase agreement
with Kanza Bank. The lease allowed the Recrealion Commission to purchase the equipment, subject to terms
and conditions of the agreement in the amount of $382,200. In may of 2013 the Recreation Commission
modified the terms of the lease. The new lease agreement resulted in additional advance of $26,208 to the
cutstanding balance and changed the interest rate from 5% to 4%. In additfon, the life of the loan was extended
and will now end on June 1, 2023 instead of May 5, 2019. Total Interest paid for the year was $9,686.

Amount of Date of Final Balance R ions/ Balance End
Issue Issue Maturity Bea. of Year Additions Payments of Year
Capital Leases:
Lighling Projeci, 4%
interest, issued $ 382,200 06/01/23 $ 254,266 $ - % 25315 $ 228,951

5/1/2009.

Current malurities of long-term debt and interest for the next five years and in five year increments through
maturity are as follows for the Lighting Project:

Principal Interest Total

2016 $ 26650 % 8673 § 35,323
2017 27,736 7.587 35,323
2018 28,866 6,457 35,323
2019 30,042 5,281 35,323
2020 31,266 4,057 35,323
2021-2023 84,391 4,456 88,847

Total $ 228951 $§ 36511 $§ 265462

Note 8. Other Long-Term Obligations from Operations

Other Post Employment Benefits: As provided by K.5.A. 12-5040, the Recreation Commission allows retirees o
participate in the group health insurance ptan. While each retiree pays the full amount of the applicable
premium, conceptually ihe Recreation Commission is subsidizing the retirees because each participant is
charged a level of premium regardfess of their age. However, the cost of this subsidy has not been quantified in
this financial statement,

Under the Consolidated Omnibus Budget Reconciliation Act, the Recreation Commission makes health care
benefits available to eligible former employees and eligible dependents. Certain requirements are outlined by
federat government for this coverage. The premium is paid in full by the insured.

Compensated Absences: The Recreation Commission's compensated absence policy permits employees five
sick days per year and two weeks paid vacation. Employees are allowed to carryover unused sick time, but
must use vacation in the year that it is awarded.



KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
NOTES TO FINANCIAL STATEMENT
December 31, 2015

Note 7. Operating Leases

The Recreation Commission have an operating lease agreement for a fease of the building at 5581 SW 50th St.,
Kingman KS. The lease runs from September 1, 2015 to September 1, 2016 and payments are due annually for
$17,500 by February 1, 2016. Total rent paid or encumbered was $17,500 for the year ended December 31,
2015.

E
Management has evaluated the effects of the financial statement for subsequent events occurring through
August19, 2016 which is the date at which the financial statements were available to be issued. A subsequent
event was idenlified by the Recreation Commission. A building that the Recreation Commission is leasing at
5581 SW 50th Kingman, KS will be donated to the Recreation Commission. As of the date of management
review the donation has not been completed, and terms of the donation will be recognized in a future period.
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Schedule 1
KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
Summary of Expenditures - Actual and Budget
Regulatory Basis
For the Year Ended December 31, 2015

Adjustment
for Expenditures
Qualifyin Total Chargeable Variance-
Certified Budget  Budget for to Over
Funds Budget Credits Comparison Current year (Under)

General Funds:
General $ 408596 § - $ 408596 $ 436986 $ 28,390
Special Purpose
Funds:
Employee Benefits
Fund 65,434 - 65,434 58,324 (7,110)

See Independent Auditor's Report
10



Schedule 2

KINGMAN-NORWICH RECREATION COMMISSION

Kingman, Kansas
General Fund

Schedule of Receipts and Expenditures, Actual and Budget

Regulatory Basis

For the Year Ended December 31, 2015
(With Comparative Actual Totals for the Prior Year Ended December 31, 2014)

Receipts

Taxes and Shared Receipts:
Ad Valorem Property Tax
Reimbursed Expenses
Interest
Net Pool Receipts

Total Receipts

Expenditures
Personnel Services
Contractual Services
Commodities
Capital Outlay
Recreation Programs
Net Pool Expenditures
Pcol Reimbursements
Lease Principal
Lease Interest
Miscellaneous

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Unencumbered Cash, Ending

2015
Variance
2014 Over
Actual Actual Budget {Under)
$357,054 $366,048 $353,742 § 12,306
56,819 43,348 33,500 0,846
- 370 100 270
26,638 26,643 21,000 5,643
$440,511 $436,407 $408342 $ 28,065
135,627 171,654 $158,000 $ 13,654
12,884 14,187 25,042 (10,855)
45679 58,393 28,397 29,996
78,030 95,158 90,089 5,069
34,618 28,247 37,800 (9,553)
31,791 12,264 30,204 (17,940)
(22,881) - - -

43,652 47,272 25,619 21,653
10,790 9,686 9,704 (18)
2,266 125 3,741 (3,616)
372,456 436,986 $408,596 $ 28390

68,055 {579)

2,000 70,055

$ 70,0565 $ 69,476

See Independent Auditor's Report

11



Schedule 3
KINGMAN-NORWICH RECREATION COMMISSION
Kingman, Kansas
Employee Benefit Fund
Schedule of Receipts and Expenditures, Actual and Budget
Regulatory Basls
For the Year Ended December 31, 2015
(With Comparative Actual Totals for the Prior Year Ended December 31, 2014)

2015
2014 Variance
Actual Actual Budget Over {Under}
Receipts
Taxes and Shared Receipts:

Ad Valorem Property Tax $ 64515 § 71,100 % 70,748 § 352
Total Receipts 64,515 71,100 $ 70,748 & 352
Expenditures

Payroll Taxes 12,041 12579 § 14000 $ (1.421)

Retirement 11,253 10,442 9,500 042

Worker's Compensaticn

Insurance 2,643 1,458 2,500 {1,042)

Liability Insurance - 647 5,250 (4,603)

Health Insurance 27,056 28,493 32,650 (4,157)

Errors and Omissions 5,410 4,705 1,534 3,171
Total Expenditures 58,403 58,324 % 65,434 $ {7,110)
Receipts Over (Under)

Expendilures 6,112 12,776
ggg{;cnlfr’gbered Cash, 7,169 13,281
‘LEJrr:gir:lc;umbered Cash, $ 13281 $ 26,057

See Independent Auditor's Report
12



